01656 



1994/01/00 



CO 



* Backgrou nd Pacer for 
Sue Ecke rt Meeting 



ON^IflAL 








paekaround 



^h%^ 







(U) U.S. export control policy for the People's Republic of Chin* 
(PRC) is presently being impacted by implementation of several 
administration initiatives that liberalize overall export 
controls. The development of a successor regime to COCOM that 
seeks multilateral cooperation in the export of a reduced li«t of 
highly sensitive dual-use items and conventional arms will al«o 
impact on trade relations with China- China is a. potential 
member . 

U.S. Export Licensing Policy 

>>L The United States multilaterally controls exports of 
Arfftegic dual-use goods and technologies to China under the 
auspices of the Coordinating Committee on Multilateral Export 
Controls (COCOM) and the three non-proliferation regimes (th« 
Missile Technology Control Regime, the Australia Group and thm 
Nuclear Suppliers Group) . Exports requiring a validated lic«n»« 
to China are subject to a case-by-case revie w wit h careful 
examination as to the end-use and end-user. 
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•A background paper on U.S. export 
control policy is attached. 

Missile-Related MTCR Expor t Control Sanctions 

(U) In August 1993, the United States determined that China had 
transferred missile-related items to Pakistan. The determination 
triggered MTCR Category II sanctions under U.S. law. The 
sanctions prohibit the export of all MTCR Annex goods and 
technologies to sanctioned PRC entities for up to two years. 
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«-ho mtcb list, they typically 
(U) Although satellites ^ "°* °" S aX comunications satellite. 
Contain MTCR items. Certain commercial licensed by state. The 
are licensed by Commerce and others « der Comne rce 
Administration has decided that satellites iferation 
jurisdiction are not subject to the J™£ * nder state 
Lnctions, « d .» a y^ Q n P rema!n' subject to the missile sanction. 
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(U) I elecommunicati°n S : The "nited States submxttedma^or^ 
proposals to li^^%f « ^ cen ^ luded in ^rdiscussion. w.r. 
controls to COCOM in ^te "93 Inclufl a r oe ii u iar 
reduced control levels for *»« opr.i , switching technique, 
communications systems, ^nd moro advanc proposals will 

SlSS B ^ fc 4C=J£^3 4 ' S ScVasTaSeredTt. 

&ecomZ£ati^^ billi ° n —••" 

Segment in the next 7-10 years. 

m «. n „(.„h=r 1Q93 COCOM computer decontrol to 67 
( U) rosters; The °^°f T ^ t ^! 9 l ta tes) released computers and 
MTOPS (proposed by the ""^^.^^^irements for which the 
related equipment from licensing «*£"» s u5 billion worth of 
Commerce Department ~^»*SSSSg'i-"i»«* coco m 
IVL applications in ""-™ B "^ implemented in January 1994) 

KfrefeaseTnVd^ 

&'SJSl t SJK 1 SS r S^a cSputlr-type machines and wor* 

stations widely used- in business. 

' (U) sombJ^^-M"^ 

feSorVtne^ear 1 ^! ^'companies «««** « "° ^ 



onM 



hafMTlAi 



CONF 



$&\M 



expected to be jES^SfiSLifS tnis IS-cai"d SaLnce of ; . 
5SS X :L& C 33S ^ndustr^esSmates this marfcet to be worth 
$10-15 billion over the next ten years. 

pecent Fyport Lir Ppsina Activity. 

(O) The dollar volume of U.S trade ^«*££ a 2g - S B " iV " 1 " 
individual validated export license £g £%™£2 with ^^ 

T?E£B^'£^r^B£WBZ 

computers and related peripherals, s ?"!:"°' . _i- ct ronica. 
equipment and related software, chemxcals and electronics. 
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E xport Licensing Seminars 

(O) Plans are being developed to *»" »*«*" SLfXSTin 
sponsored export licensing seminars in the Far East later in 
1994 including China. A seminar will be held in Beijing if 
funding is available. An additional seminar in Shanghai is also 
being considered at the request of Amembassy Bering. 

rMna in a Post-COCP M. F"v<ronment 

MTDue to post-cold war realities and changes in the global 
flKSegic environment, COCOM has been considering 8 "|« fflid ^!!2 
how thl organization should evolve to meet current needs. COCOM 
has agreed to a broad framework for a process that will terminate 
tht present COCOM by March 31, 1994, and will establish a new 
regime to control conventional arms and sensitive dual-use goods 
to countries of proliferation concern. 

flVBtfhe new regime will control a multilaterally agreed list of 
ISTand sensitive dual-use goods to destin ^^ s °* =°" c °™' 
although the decision to grant or deny an export license for 
these goods will be the sole responsibility of member ^ates. 
other nations can join the new regime provided that they (1) have 
an effective export control regime, (2) adhere to the three 
nonlrolSeratlon regimes (MTCR, AG < ?*f>^ W^" 1 Wea P° M » 
and the NSG1 ; and the Chemical and Biological Weapons 
Conventions! 'and (3) also adhere to applicable arms control 
agreements (e.g. the STAOT agreements.) 






IXI 



The nntPntial exists for China to join the COCOM_successor 



organization 
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? «4 Vi , «- '^° art ■Licensing Activity 

o tv) The dollar volume of U.S. controlled trade with China is 

expanding in spite of substantial decontrol initiatives. 

The United States approved export licenses valued at SI. 28 

billion in 1992 and $2.1 billion in 1993. 

b (U) The top categories of items for which TVLs were approved 
in 1993 are computers and related peripherals, software, 
telecommunications equipment and related software, chemicals 
and electronics. 
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commerce Export Licensin g Seminars 

o (U) We hope to hold a r«Wm«-ce-sponspred eCT gg£J^SSgg in< fr 
seminar in China- later this year. 



o *(U) This will be part of a larger Commerce Department 

initiative to conduct export licensing seminars throughout 
the Far East, 

pngt-COCOM Environment 

o (U) COCOM has not yet concluded its discussions on how to 
restructure its operations to meet the changing strategic 
environment, although I believe that those discussions 
should be completed by the end of March. 

o (U) If China is interested in membership in the new regim*, 
I understand that, at this point, members will have to 
control their conventional arms and WMD component sales, 
implement an effective export control system and adhere to 
the multilateral export control regimes and various 
international nonproliferation norms. 

o fttt The new regime aims to address the threat posed when 
conventional arras and related dual-use technologies arc 
acquired by countries that support international terrorism 
or which intend to use their conventional arms to 
destabilize a region. 
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